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) ()I(DER A VI'ROV IN(i
) AND ADOV'I'IN(i

) ADJL&STMENT IN I I)I!I.
) COST RECOVERY

F &&C'I'OR

l his matter comes before the Public Service Commission ol South ('arolina

('Commission" ) on the annual r»vic«ol base mtcs for fuel costs ol ('arolina I'&ewer 8

I ight Company d&b a Vrogr»ss Energy (.'arolinas. Inc. I"I'E("or "Company" ) and for a

dct»rmination as to «hcther any adjusttncnt in th» fuel cost recovery factor is necessary

and r»asonablc. I he procedure follovved by the ('nmmission in this proceeding is set

forth in S.C. Code Ann. ss 58-27-865 (Supp. 2008). Specif&cally. S.C. Code Ann. ss 58-

27-865IB) states in part: "L:pon conducting public hearings in accordtutce «ith lavv thc

[( }ontnussion shall dir»ct each company to place in effect in its base rate an amount

designed to recover. during th» succ»eding tvvclvc m&mths th» tuel costs determined bv:

th» [CJomrnission to bc appropriate for that period. adjusted lor the ov»r-r»covery or

under-r»covcry from thc preceding t«elvc-month pcriod.
—

I'hc Varties to the cas» Idcd a Scttl»ment A 'reement prior to th» hearing. attached

h»rcto as Order Eshihit l. I h» Parties th»n moved to schcdulc a hearing on Thursdav. .
Iune 11. 200) at «hich thc ('ommission vvould pertorm its revie«of the evidence
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supporting the proposed Settlement Agreement and decide vvhether the proposal ivould

be approv»d. The Ioint Motion v~as granted by th» Commission.

IIy statute, the (. ommission is vested vvith povver and jurisdiction to sup»rvise and

regulate the rates and service of every public utility in this Stat». tog»th»r vvith the duty

after hearing. to ascertain and fiit such just and reasonable standards. classilications,

regulations practices and nicasur»ments ot service to be furnished, imposed. observed.

and followed by»v»ry public utility in this State. S C Code Ann. Section 58-a-210

(1976).

l-urther, the Settlement Policies iuid Procedures of the Commission (Revised

6:I &''"=006) are pertinent to th» matter before th» Commission and consistent vvith its

statutory duties Section I I of that document ( Consid»ration of Settlements ) states.

V:hcn a settleinent is presented to th» Commission. the
Commission vviII prescrib» procedures appropriate to the
nature of the settlement for the (. ommission's consid»ration
of the settlement. I or c&tampl». the Commission may
summarily accept settlement of an essentially privat»
dispute that has no signilicimt implications tor regulatory
laiv or policy or for other utilities or custoiners upon the
vvritten request of the affected Parties. On th» other hand,
&vhen the settlement presents issues of significant
implication for other utilities customers, or th» public
interest, the Commission ivill convene an evidentiary
hearing to consid«r th» reasonableness of th«settl»m»nt and
vvh»ther acceptance of the settlement is just, fair, and
reasonabl». in the public interest, or otherwise in
accordance ivith Iai& or regulatory policy. Approval of such
s»ttl»ments shall be based upon substantial cvidenc» in the
record.

In accordance with its above-described statutorv duties. th«Commission held a

public hearing at the offices of the Commission on June 11, 2009. at which the
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Commission considered the evidence in support ol the proposed settlemcnt to determine

ivhcthcr the proposal xvas just, fair and reasonable, consistent vvith the public interest. and

in accordance xvith lan and rcg&ulatory policy of the Conmiission I he Honorable

Elizabeth B I'lerning. Chairnian, presided. I en S. Anthony. Esquire, represented the

Company. Nanette S. I.'dwards, Esquire. and Shealy Boland Reibold, Esquire,

represented the South Carolina OtTice ol Regulatorv Stall P ORS-). Robert R. Smith, II.

Esquire. represented Vucor Steel-South Carolina ( 'Nucor"). ORS. Vucor, and I'I-C are

collectively relerred to as thc ' Parties" or sometimes individually as Party.
"

At the beginning of the hearing, the Partics presented the Settlement Agrccmcnt.

ivhich vvas filed ivith the ( ornmission on Mav 28 2009 and admitted into the record as

Hearing I'.xhibit I. In thc Settlement Agreeinent. the Parties represented to the

Commission that they had discussed thc issues presented in this case and dctcmtined that

each Party's interests and the public interest ivould be best served by settling all issues

pending in this case in accordance xvith thc terms and conditions contained in ihe

Settlemcnt Agreement.

PI C presented the testimonies ol Dcvvcy S. Roberts. II and Bruce P. Barklcy.

ORS followed PI'.C and presented the testimonies ot Leigh C. Ford and Robert A.

I avvyer. The pre-tiled testimony divas entered into the record as if read froni the stand and

the exhibits of each vvitness vvere entered into the record ivithout objection as Composite

I learing Exhibits 2. 3. 4, and 5. respectively.

Deivey S. Roberts presented direct testirnonx on behalf of the ( ompany. Hc

testitied I'I:.C had prudently operated and dispatched its generation resources durin& the
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review period to minimize tuel costs. PEC witness Bruce P. Harklcy presented both

direct and settlement testimony on behalf of the Company. and sponsored the Scttlemcnt

Agrccmcnt. Mr. Harkley testified that the Agreement, which sets forth a rcduccd fuel

factor, is in thc public interest and allows PEC to recover its just, reasonable, and prudent

fuel costs in an equitable and fair manner and properly implements the intent and spirit of

tJ 58-27-865.

Both of ORS's tvitnesses testified in support of thc Scttlemcnt Agreenient. Ms.

Ford testified in support of the Settlement Agreement and prcscnted the ORS Flectric

Department's findings and recommendations resulting lrom ORS's review of the

Company's fuel expenses and power plant operations used in the generation of electricity

for the period under review. The testimony supported thc terms of the Settlement

Agreement regarding the appropriate luel factors for PEC to charge for the period

beginning with thc first billing cycle in July 2009 and continuing through the last billing

cycle of June 2010, which are listed in the table below:

Class

Rcsidcntial

General Service (non-
dcmand)
General Service (demand)
l.ightin

Base Fuel Cost
Component
(cents/kWh)

3.002
3.002

3.002
3.002

Environmental Fuel
Cost Component

(cents/kWh)
0.032
0.028

0.000
0.000

I'otal I'uel Costs
Factor

(cents/kWh)
3.034
3.030

3.002
3.002

Increase
for

RF.r.n
3.059
3.030

3.002
3.002

' RECD factor is .83':o

The environmental rate for these customers is 10 cents per kÃ.
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Mr. Robert A. Laviryer presented the results ol the ORS Audit Staft s csamination

ot PI.C's books and records pertaining to thc Fuel Adjustmcnt Clause operation lor the

period ol 5;1arch 2008 through June 2009. Thc Parties agreed to accept all adjustments as

set Iorth in the testimony ol ORS xrdtnesses Ford and Lawyer.

I'he I otal I-'uel ('ost Factors include .079 cents pcr kWh to recover the under-

recovered base fuel cost balance as of June 30. 2009, vvhich is projected to be $5,434.538

I his amount consists of historical under-recovered costs for the period Xfarch I, 2008

throu &h February 28. 2009. offset by the estimated over-recovery for thc period of March

I, 2009 through Junc 30. 2009.

I he Settlement Agrcemcnt provides that the Parties vvill vvork to ether in good

faith to evaluate a time-ol-use fuel factor niechanism for PEC, vvhich vvould provide more

accurate price signals to custoniers through a higher fuel factor during on-peal periods

and a lovver fuel tactor during oil-peak periods. II the Parties agree that such a tiine-of-

Usc fuel factor mechanism can bc developed and vvould be in thc public interest, the

Parties shall vvorl together in good Iaith to attempt to fully develop such a mechanism

and, if d«vclopcd, to submit such proposal to the Commission Ior approval.

lac Settlement Agreement further provides that PFC vvill continue to provide to

the Piutics copies of the monthly tuel recovery reports currently tiled vvith th»

('omrnission and ORS and quarterly Iorecasts of the expected fuel factor to bc sct in

Pl-'(.' s nest annual tuel proceeding and Pl'C's historical overunder-recovery. The

Parties agree that any and all challenges to PEC s historical tuel costs and revenues for

the period ending Fcbruarv 28. 009, are not subject to further revievv. I Iovvcvcr. fuel
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costs and revenues for periods beginning March I 2009, and thereafter shall bc open

issues in future proceedings and will continue to be trued-up against actual costs in such

proceedings.

After careful review of the Settlement Agreement. and after having heard the

testimony of the witnesses and representations of counsel. the Cominission finds that

approval of the Settlement Agreeinent is consistent with the standards for fuel review

proceedings conducted pursuant to S.C. Code Ann. ss 58-27-865. Ihe Settlement

Agreement allows recovery in a precise and prompt manner while assuring public

conlidencc and minimizing abrupt changes in charges to customers. As such it is a

reasonable resolution of the issues in this case and stabilizes the fuel factors through the

last billing cycle of June 2010. Additionally, the Commission finds that the resolution

espoused in thc Settlement Agreement does not appear to inhibit economic development.

Finally, the Conimission finds and concludes that the Settlement Agreement affords the

Parties with the opportunity to review costs and operation data in succ«cding fuel

proceedings.

II' IS I IFEREFORE ORDFRFD I IIA I:

I The fuel purchasing practices plant operations, and fuel inventory

management of PFC related to the historical fuel costs and revenues for the period ending

February 2', 2009, are prudent.

2. The Settlement Agreement is hereby approved. adopted and incorporated

herein by reference. and is found to be a just and reasonable resolution of the issues in

this case.
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VF.(' sh;ill sct its fuel tiictor (not includina the enviroiimcnt;il coiilpi&flcllt

or thc Rl-:('D component);it 3.00 cents per k&A'h effectite I'or bills rendered i&n arid alter

thc lirst bittinu c)clc i&1 .Iul) 009, and continuin~ throu&'h the billion month of .Iunc

201 (i.

4. I'I:C' shall set its en' ironment il component billin I icti&r at 0.0 '& cl ills pcI

k5'h fc&r the Res&dent&aI cliiss. 0.0" I& cents per kt, '&'h I'i&r thc (icnci;il So&vice (non-

ilcmanill chiss. and 10 cents per k&&,
' t'or th» Ciencral Service (demand) chiss for hills

rcnilcrcrl tut i&r;il'tcr the first billin&' cvcle ol .Iulv 009 and continuin&' throuuh the bilttnu

iiii&nth i&l .Iunc 010.

VEC' shall sct its Residential Seri icc F ncr u) Ck&nseix;ition Dis«i&unt

(Rl O'D) component btlltn&~ I;ictor at .0 s c«nts per k'&&& h I'or the rcsiciential class ti&r bills

rendered on or atter thc fiist h&II&ni c)cle ot'Jul)' 009 and c»ntinuin& thri&u h the billin

Illiolltll of.luile 2(110. 'I'hc RI C'D ci&mpi&ncnt alludes VEC' to retlcct i&ionthlS luel res enues

tvlllcll 'iccioillit I'or ii 5 percent discount provided to approxtntatcl) ] 7 percent ol PEC" s

South (',in&lin;i rcsiilcntial sales under;ipproved Rider I&VCD

I'hc Varttes shall i&ork t»cether in «ood t';iith to cv;ilu ite;i tiinc-ol'-usc fuel

I'acti&r mechanist&i for I'I:C'. If the Parties acrcc tllit sclclt i time-i&t-usc fuel fictor

nicchanisrn can be dot ale&ped;ind tv»uld b» in tl&e public interest, the V;&&ties shall »ork

toucthcr in ~«ood liiitli to iittelilpt to Itillv dc& i:li&p stlcll ii lnecllliiisiil 'ttld, 11 dc&'eloped. ti&

submit such pre&posal to the C'oinmissii&n I'oi appii&tal.

7 I he I';irties sh;ill '&bide by ih» terms ol'this Settlement r& iree&ncl&t.
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8. Pl-C shall tile an original and tcn (10) copies of the South ('arolina Retail

Adjustment for Fuel and Variable Environmental Costs Rider and all other retail 1ariffs

vvithin tcn (10) days of receipt of this Order xvith the ( ommission and ORS

9. PEC shall comp)v vvith thc notice requirements set forth in S (' Code

Ann. 4 68-27-865

10. P12C shall utilize the methodology lor dcvcloping thc environmental

component billing factor for each rate class to recover 'variable environmental costs-

undcr S.(' (.'odc Ann. ss 68-27-865(A)(t) established by thc Settlement Agreement in

DocL;et Vio. 2007-I-E and approved in Order No. 2007-4-10.

1 I. Pl-:(' shall continue to file the monthlv reports as previously required.

1 Pl-:( shall, by rate class, account monthly to the ( ommission and ORS for

the dilTcrcnccs bctxvccn the recovery of fuel costs through base rates anil the actual fuel

costs experienced hy booking thc diflcrcnce to unbilled revenues vvith a corresponding

dclcrrcil ilcbit or credit.

13. PF( shall submit monthly reports to the Commission and ORS of fuel

costs and scheduled and unscheduled outages ot generating units vvith a capacity of 100

MlV or greater.

14. This Oriler shall remain in lull force and «ffcct until lurthcr Order of the

Commission.
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BY ORDER OF THE COMMISSION:

I.lizabcth 13. I'lcminLn ('hairman

ATTEST;

John E. I loirard. Vice-Chairman


